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Duluth’s economic activity has weakened considerably
in July. The adjusted Duluth Business Index (DBI) fell
from its June high of 178 to July’s level of 165. This de-
cline of 13 points is considerably above the normal sea-
sonal decline of 2 points from June to July. A decrease in
the DBI was expected in view of the grain strike which be-
gan early in the month. However, the severity of the de-
cline in the DBI may also reflect the early impacts of the
national recession on Duluth’s economy.

At the national level, the economy continues to slide
into recession. Recent declines in national productivity will
have serious implications for employment and the rate of
unemployment. From June to July the industrial produc-
tion index fell from 156.2 to 148, seasonally unadjusted.
As yet this decline has not drastically affected employment.
Nevertheless, the economy continues to decline in other
important areas. For example, the rate of growth of retail
sales has been only 2 percent over the first seven months
of 1979. Real Gross National product actually declined
from the first to the second quarter of this year from $1.431
trillion to $1.422 trillion when measured in constant 1972
dollars. During this same period, price inflation continued

unabated with the Consumer Price Index (CPI} for ail
.eran consumers, increasing 11.3 percent from July 1978

to July 1979.

The Federal Reserve System monetary policy reflects
that institution’s increasing concern for this national eco-
nomic slowdown. The Federal Reserve Bank has continued
its easing of monetary restraints, The Money Stock grew
at an annual rate of 10.6 percent from June to July. De-
mand deposits and time deposits showed similar growth
patterns through the month.

Duluth’s financial community appears to be in direct
contrast to the national patterns. Total bank deposits actu-
ally fell by nearly 10.3 percent when adjusted to annual
rates over the month. This decline reflects a drastic decline
in dernand deposits and slight decline in time deposits. Most
of this decline probably reflects the short term increased
debit activity for commercial accounts. In layman’s terms,
a lot of businesses were probably paying bills to their sup-
pliers. Nevertheless, Duluth banks in July were no doubt
somewhat harder pressed to make loans than banks in the
rest of the nation due to this drain of liquidity. This pres-
sure should ease as deposits flow back into the region from
other areas of the nations in the coming months.

In contrast with June, Duluth’s economic slowdown
appears to be almost as widespread as the city’s earlier ex-
pansion, with 11 of the 15 components of the DBI experi-
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| TIME PERIOD DULUTH
| DN 1979 e 178 |
June-July Change s — 13
Normal Seasonal Change June to JUly ... - 2
. Change, July 1978 to July 1979

Seasonally Adjusted Index July 1978 .. 140 -
.; Seasonally Adjusted Index July 1979 .. 153

July July %
: 1978 1978 Change
© Labor FOTCE ooooreicceeriesinee 42,600 43300 — 2
¢ Unemployment ... 2,400 1,900 + 26
Rate e XXX XXX XX
Actual o 5.6% 4.3% XXX
Seasonally Adiusted ... 6.1% A7% XXX
Total Employment
{Labor Force) ... 40,200 41,500 -3
Wage & Salary
{(Work Force) e 47,200 47,9500 -1
Manufacturing
{(Work Force) ... 6,100 6,300 - 3
Nonmanufacturing
i {Work Force) .........£1,100 41,600 -1
Job Openings Received
. During Month . 1,329 1,219 + 9
. Persons Claiming Unemploy-
ment Benefits ... 1,845 1,540 + 20
Average Weekly Earnings—
Mfg. Onby oo $242.11  §222.47 + 9

NOTE: Emptoyment totals may not add up due to rounding.
Source: Minnesota Dept. of Economic Security.

ADJUSTED FOR PRICE CHANGES

11967 = 100}
June 178 to
3 Yr.huly July '79
Aver. Juily July %

1976-719 1878 18718 Change -
Total oo 112 111 116 — 47
General Merchandise... 109 167 109 - 1.7
Apparel Stores ... e 102 33 98 —~ 45
Grocery Stores e 113 107 116 — 76
Automotive Sales ... 156 171 210 —18.7

19719 1978 Ch::ge
- Index Average Year-To-Date (Total) 112.5 111.4 + 1

. agdjusted for price changes

encing declines or no change from their June levels of
activity.

As noted earlier, a decrease in the index from June
was expected in view of the grain strike which began in the
area early in July. The overall index for July probabl
would have been even lower were it not for the fact that
not all grain elevators were struck at the same time. This
allowed some grain movement during mid-July, although
total grain volume handled during the month was about
one-half of the June total and 57 percent of the previous
year's figure.

Grain receipts in July dropped to 26,180,000 bushels
from the 42,585,000 bushel figure for June. Rail grain re-
ceipts decreased from 28,711,000 bushels in June to 14,-
833,000 bushels in July for a 48 percent decline. Truck
receipts in July were 11,347,000 bushels, an 18 percent
drop from June. While the impact of the grain strike has
made a mark on the July index, the situation this year did
not draw down the July index to the year ago level for
several reasons. First of all, the level of business so far
this year has been noticeably higher than last year. Sec-
ondly, in mid-1978 there was also a larger-than-average
June-July dip in the index for various reasons which tended
to preserve the difference in the comparison of the midsum-
mer level of business activity for 1978 and 1979.

In addition, wage and salary employment, a key fac-
tor in Duluth’s earlier expansion, has shown signs of weak-
ening in July. At the end of the first quarter, the employ-
ment figure this year averaged 3 percent above 1978 for
the same period. By July this gap had narrowed to a plus
1.8 percent. A plant closing and layoffs due to the grain

strike were two factors in the employment figure retrench-
ment.

Unemployment rose from a rate of 5.1 percent in Iun.
to 5.6 percent in July. This 9.2 percent gain in the unem-
ployment rate is much greater than the usual seasonal in-
crease of 0.4 percent {or the June-July period and indi-
cates a softening developing in the demand for workers.
The July unemployment rate is well above the 4.3 percent
unemployment tate posted in July 1978, Approximately 19
percent of the persons collecting unemployment benefits
have drawn jobless benefits for 15 weeks or longer, another
indication of the weakening employment picture. The total
number of claimants in July was up by 300 over the year
ago figure which is suggestive of a moderating demand for
workers this year.

Retail sales index (deflated for price changes) con-
tinue to parallel national activity by declining in July to
111. Year-to-date, the index is only 1 percent above 1978
after being 5.6 percent above the 1978 as late as April
Both the Jocal and national trend appear to be the result
of the continuing inflation, higher interest rates, tighter
credit and declining real income. Many consumers have
reduced their hedge buying as a result of these economic
conditions.

On the bright side, construction activity continues to
pick up through July, After a slow start, building activity
now is equal to the 1978 level. This construction is related
to mini boom in nonresidential construction. Construction
of stores, plants, schools and office buildings represents 43
percent of the building dollar in 1979 compared to 33 per-
cent in 1978.

Iron ore shipments have continued to increase throug
the summer. In July iron ore shipments amounted to 2,-
541,000 tons, up 602,000 over June 1979 and 313,000
tons over July of 1978. As a result, the iron ore index for
July was 216, up 51 points from last month and 26 points
from a year ago.

State metal mining employment also remains heaithy.




Employment rose to 16,000 workers in July, up | point
over both last month and a year ago. The mining industry
has continued to expand and continues to provide a stabil-
izing effect for the Duluth and regional economies. Depend-
ing on the severity of the national recession, the local econ-
omy may escape much undesirable aspects of this economic

downturn if the mining industry continues to operate at its
current level.

PERCENTAGE CHANGE

INDICATOR ~156 —10 -5 @ +5 +10 +15

Other Lake Cargo

July %
1978 Change
Postal Receipts All Urban Consumers ... 196.7 113

Urban Wage Earners &
Clerical Worker {Revised) ........... 219.4 196.7 11.5

Source: Bureau of Labor Statistics.

Electric Power (Commercial-
Industrial)

Freight Carloadings

State Metal Mining Empl.

Bank Debits Current Month Year Ago
July 1979 July 1978
Total Duluth Business Index

BANK DEBITS — TOTAL $768.4 $625.5
Individuais ... 97.0 83.7
4% % of total 12.6% 13.4%
ipments o Commercial ACCOURES .o vt 608.6 475.5
Iron Ore Ship % of total 79.2% 76.0%
Government (State & Llocal) ... 62.8 6.2
Duluth Nonagricultural Empl. +2% % of total 8.2% 106%
TOTAL DEPOSITS (END-OF-MONTH) ... $726.9 $710.1
i di, : 9 Demand 147.4 153.1
Duluth Retail Sales Index (Adj) +1% mand e B
. . e Time and Savings . 5195 557.0
¢ Electric Power (Residential) +1% % of total 79.7% 78.4%
Savings Only 218.4 228.7
: 0,
Number of Telephones +1% DOLLAR VALUE OF NEW REAL ESTATE
MORTGAGES 1SSUED (CURRENT MONTH) .. $ 7.0 3 41
Number of Electric Customers No Change Residential | oo gg'é%
e
Building Permits (Adjusted) No Change DEPOSIT TURNOVER RATE¥ .ooooooooocsenen 5.2 4.1

IFigures rounded in millions. Shown in current dollars,

Sub-totals may not sum to totals due to rounding.

Percentages calculated from unrounded data.

Above data covers commercial banks and savings and loan associa-
tions only.

*Deposit Turnover — Bank debits divided by detmand deposits.

Grain Shipments

Coal Receipts

U. S. INDEX OF INDUSTRIAL PRODUCTION

{1967 = 100) UNADJUSTED

Index
1978 =
% 1979 = ~m-—m~ -
160
od‘.-------%/\
Total Index up 3.6%, uo
. —
Consumer Goods Production — No Change
, 120
Manufacturing Production up 3.9,
. 100
80
0
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Source: Federal Reserve Board of Governors
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INDEX NUMBERS
(1967 = 100) UNADJUSTED OR‘GINAL DATA
INDEX CHANGE
July '78 June '79
July June Suly to to 3
COMPONENT 1978 1879 1978 July '79 July '78 UNIT July 1978 June 1979 July 1978 ‘
! Freight Carloadings 97 204 129 - 32 -107 (Cars) 10,947 23,062 14,586
321 315 285 + 36 + 6 {Dollars in '000's) 768,402 755,511 625,450
Building Permits® 104 107 3 + 3 - 3 (Actual § Value) 2,285,178 3,973,408 1,410,000
Postal Receipts 248 245 235 + 13 -1 {Doliars) 584,861 586,212 553,200
{ Number of Telephones 133 133 131 + 2 0 {Units) 93,682 93,729 92,267
Electric Power (Commercial & Industrial) 159 157 136 + 23 + 2 (KW.H. in '000's} 39,809 39,214 33,976
Electric Power (Residential) 112 116 112 0 - 4 (K.W.H, in '000's) 16,246 16,932 16,321
Number of Electric Customers 104 104 104 0 0 34,712 35,821 34,713
Grain Shipments 163 288 286 —123 —125 (Bushels} in '000"s) 47,679 84,384 83,763
Coal Receipts 16 22 24 — B - & (Short Tons in '00Q's) 33 51 56
: fron Ore Shipments 216 165 180 + 26 + 51 (Gross Tons in '000's) 2,541 1,939 2,228
Other Lake Cargo 588 616 319 + 269 — 28 (Short Tons) 206,968 216,886 112,133
i Duluth Nonagricultural Empi. 113 114 1158 - 2 -1 {Persons) 47,200 47,600
Duluth Retail Sales Indexs 111 118 116 -~ 5 - 7 - R
; State Metal Mining Empl. 126 125 1258 4+ 1 + 1 {Persons) 156,000 15,900 15,9003 :
CVERALL 165 178 152 + 13 - 13
1. Source of data: Duluth industrial Bureau, Federal Reserve Bank of Minneapolis, Building Inspector’s Office of the City of Duluth,
U. S. Post Office in Duluth, Minnesota Power & Light Company, Duluth Board of Trade, Corps of Engineers, U. S, Army, Lake Supe-
rior Area Office, American iron Ore Association, Seaway Port Autherity of Duiuth, Minnesota Department of Economic Security
and the Departtnent of Economics, University of Minnesota, Duiuth,
2. ‘the Building Permits Index is adjusted to refiect the amount of construction oceurring during the maonth,
3. Revised
4, Deflated for price changes.
5, Beginning with January 1978 and for subsequent months the Bank Debits Index number will be adjusted by the GNP Implicit
Price Deflator. All dollar figures shown for Bank Debits are in current dollars.
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